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SUBJECT: EMBASSY SUPPORT FOR U.S. FIRMS TO DEVELOP 
SOUTH SUMATRAN COAL RESOURCES 

1 . WHEN I SAW MINISTER OF MINES AND ENERGY SUBROTO ON 
JUNE 12, 1 RAISED WITH HIM THE IMMINENT GOI DECISION 
ON A FIRM TO HANDLE THE BUKIT ASAM COAL MINING AND 
TRANSPORTATION PROJECT. I NOTED THAT THREE LARGE AND 
REPUTABLE AMERICAN COMPANIES WERE BIDDING FOR THIS 
CONTRACT - DRAVO, FLOUR AND MORRISON-KNUDSEN. ALL THREE 
HAD HAD EXTENSIVE EXPERIENCE IN INDONESIA AND ALL WERE 
FULLY CAPABLE OF HANDLING A PROJECT OF THIS MAGNITUDE. 

2. 1 TOLD SUBROTO THAT THERE WAS WIDESPREAD DISCUSSION IN 
JAKARTA TO THE EFFECT THAT THE CANADIAN GOVERNMENT HAS OFERED 
TO SUPPLEMENT WORLD BANK FINANCING FOR THIS PROJECT, PRESUMABLY 
IF A CANADIAN FIRM GETS THE BID. I ASSURED SUBROTO THE U.S. 

EXIM BANK HAS ALREADY INDICATED TO THE U.S. CONTENDERS THAT 
IT WOULD BE WILLING TO CONSIDER FINANCING U.S. GOODS AND 
SERVICES FOR THE PROJECT. I NOTED ALSO THAT WE SUPPORTED 
THE GOI'S ENERGY STRATEGY OF SUBSTITUTING COAL FOR OIL 
AND, AS REPORTED SEPTEL, OUTLINED FOR HIM POSSIBLE 
AREAS OF U.S. -GOI COOPERATION IN THE ENERGY FIELD. 
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3. 1 NOTED ALSO THAT WHILE THE THREE U.S. COMPANIES BIDDING 
FOR THE PROJECT HAD THE ABILITY TO HANDLE IT THEMSELVES, 

THE OTHER CONTENDERS WERE CONSORTIA BROUGHT TOGETHER TO 
BID ON THIS ONE JOB. THIS RAISED QUESTIONS ABOUT THEIR ABILITY 
TO COORDINATE THEIR WORK PROGRAMS. MOREOVER, TIED AID ALONG 
LINES OF THE REPORTED CANADIAN OFFER WOULD LIMIT INDONESIA'S 
ABILITY TO SELECT THE BEST, CHEAPEST AND MOST READILY 
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AVAILABLE MATERIAL. IT SEEMED TO ME THAT A MARKET BASKET 
OF FINANCING - WORLD BANK. EXIM, SIMILAR INSTITUTIONS IN 
OTHER COUNTRIES, AND COMMERCIAL BANKS - WOULD GIVE INDONESIA 
MAXIMUM FLEXIBILITY IN PROCURING THE BEST AVAILABLE 
EQUIPMENT TO CARRY OUT THIS IMPORTANT PROJECT. I CONCLUDED 
BY SAYING THAT I COUULD NOT SUPPORT ANY ONE OF THE AMERICAN 
BIDDERS OVER THE OTHERS. ALL THREE WERE HIGHLY COMPETENT AND 
I HOPED THEY WOULD BE GIVEN THOROUGH AND FAVORABLE CONSIDERATION 
BY THE GOI. SUBROTO SAID HE WAS AWARE OF THE GOOD WORK WHICH 
HAD BEEN DONE IN INDONESIA BY THESE THREE FIRMS. HE GAVE 
NO INDICATION OF THE LIKELY OUTCOME, BUT PROMISED TO LET ME 
AND THE COMPANIES KNOW IF THE GOI REQUIRED ANY ADDITIONAL 
INFORMATION BEFORE MAKING A FINAL DECISION. HE SAID HE 
EXPECTED A DECISION WITHIN ONE MONTH. 

4. COMMENT: I ALSO DISCUSSED THIS MATTER WITH MINISTER 
OF COMMUNICATIONS RUSMIN NURJADIN ON MAY 31 (SEE 
MEMORANDUM OF CONVERSATION DATED MAY 31, POUCHED TO 
DEPARTMENT). RUSMIN ALSO MENTIONED HIS AWARENESS OF 
THE GOOD WORK DONE BY THE THREE AMERICAN FIRMS. HOWEVER, 

BOTH HE AND SUBROTO ARE OBVIOUSLY ATTRACTED BY THE OFFER 
OF CONCESSIONAL CNADAIAN ASSISTANCE TO SUPPLEMENT THAT 
PROVIDED BY THE WORLD BANK. MY JUDGEMENT IS THAT THE U.S. 

FIRMS FACE AN UPHILL FIGHT, BUT WE WILL CONTINUE TO 
SUPPORT THEIR EFFORTS TO PIN DOWN THIS LARGE CONTRACT. 
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